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On Feb. 28, leaders of the Argentine Industrial Union (UIA) and the Argentine Chamber of
Commerce announced they no longer will comply with voluntary wage and price guidelines
imposed as part of an anti-inflation package last August. The two business groups said they had
decided to withdrew from the official Committee on Prices and Supplies due to the government's
inability to control interest rates. Last week, domestic rates were close to 40% per month.
In a communique, the UIA said: "Today...we repeat the request for policies that reverse the
strong recessive process and normalize the financial system in order to end interest rates that
are...destroying production." The so-called "Spring Plan" of voluntary price and wage guidelines,
and low price hikes for public services, went into effect following a 25.6% inflation rate for the
month of July. The General Labor Confederation (CGT) has denounced the plan because it was not
represented on the price committee, and workers continued to lose purchasing power as wages
have not kept pace with price increases. This week, postal workers, teachers, train personnel, court
clerks and others threatened to strike if they were not granted wage hikes above the voluntary
guidelines. At first, the anti-inflation plan appeared to be successful. After the 27.6% inflation rate
for last August, by October, monthly inflation had dropped to single digits. After a low point of
5.7% in November, consumer price inflation has been steadily increasing every month. Inflation
for the month of January was 8.9%, nearly twice the government's projection. For February,
inflation was projected at 10% or higher. In 1988, inflation totaled 387%. For 12 of the past 13 years,
annual inflation in Argentina has been triple-digit. About three weeks ago, the Economy Ministry
announced it had ceased intervention in exchange markets to prop up the austral. The policy goal
was to hold down import prices, and thereby curb inflation. According to the AP, the policy cost the
Central Bank $1.7 billion, including $487 million during the first week of February alone. (Basic data
from AP, 02/28/89)
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